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THE HOUSING BOOM 





Population growth and movement, forma- 
tion of new households, and continued pros- 
perity have prolonged the demand for housing 
that grew out of the postwar shortage. 1954 
promises to be the second largest home-build- 
ing year in New England’s history. 

The housing boom has continued in spite of 
building costs that are substantially above pre- 
war levels, as personal incomes have increased 
more than proportionately. Easier mortgage 
terms, stimulated by governmental action, 
have played an important part. 

The recent trend has been away from public 
housing and construction of apartment build- 
ings toward single dwellings. Speculative build- 
ing accounts for a large part of the activity. 











A CONTINUING high level of construction activity has 
provided a major source of support for the New England 
and United States economies during 1954. A long period 
of exceptionally high construction records led, early 
in the year, to some forecasts that the value of new con- 
struction put in place in the United States during 1954 
would fall slightly below the 1953 value. Current pros- 
pects favor expectations that full-year outlays will es- 
tablish a new all-time record.This does not necessarily 
mean that a record will be established in the physical 
volume of construction, since costs are higher than they 
were in former years. By the end of October 1954, new 
construction of all types valued at $30.8 billion had 
been put in place — four per cent more than during the 
first ten months of 1953. On a seasonally-adjusted basis, 
new construction activity was at an annual rate of $37 
billion. This compares with an actual outlay of $35.3 
billion in 1953. 

During the first ten months of 1954, both private and 
public construction in the nation went ahead of the 
corresponding period of last year. The outlay for private 
construction was up six per cent and public construc- 
tion advanced one per cent. Private residential build- 
ing, churches, and privately-financed school buildings 


made significant contributions to the advance. Con- 
struction of public schools, highways, and water and 
sewer facilities registered substantial gains. Public 
residential building and construction of military facili- 
ties, however, dropped sharply below 1953 levels. 

Residential Building Revieu United States 

The 1,016,500 new permanent non-farm dwelling 
units started during the first ten months of 1954, ac- 
cording to the Department of Labor’s preliminary re- 
port, exceed the number started during the comparable 
period of any preceding year, with the exception of 1950 
when the outbreak of the Korean War further stimu- 
lated an already large housing boom. The 1954 record 
so far is about five per cent higher than the number of 
new dwelling units started during the first ten months 
of any of the three previous years. 

The strength in demand for more housing is based on 
private rather than public financing. Privately-financed 
dwelling units started numbered about one million, a 
gain of eight per cent over those started in the like 1953 
period. The number of publicly-financed units dropped 
to only a little more than half the number started dur- 
ing the first ten months of last year. Between January |, 
1950 and October 31, 1954, public housing accounted 
for four per cent of the dwelling units started in the 
nation. The proportion has declined steadily from a 
peak of seven per cent in 1951, and during the first ten 
months of 1954 public housing accounted for less than 
two per cent of the new dwelling units started. 

The not quite 5.7 million new permanent non-farm 
dwelling units started between January 1, 1950 and 
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October 31, 1954 are only slightly below the number 
started during the whole ten-year period 1940 to 1949, 
The upward trend began with the removal of war- 
time restrictions in 1946. The large accumulation of 
unsatisfied demand which existed at that time sparked 
a rapid advance in dwelling starts which, in 1949, 
totaled more than one million units. Each full year 
since has seen more than a million units started and 
the 1954 total promises to be close to 1.2 million. It bids 
fair, in fact, to be the second best year in the nation’s 
history, surpassed only by 1950 when almost 1.4 million 
units were started. 

Contract awards for residential building, as reported 
by the F. W. Dodge Corporation, tell a similar story. 
The more than 567,000 new dwelling units, for which 
contracts were let in the 37 states east of the Rocky 
Mountains during the first ten months of 1954, stood 
second only to the more than 602,000 units specified in 
contracts awarded during the corresponding period of 
1950. The number was 15 per cent higher than the 
average for the past three years. 

The houses being built this year are generally some- 
what larger than those built in either 1940 or 1950. The 
average of 1,150 square feet of floor area in the dwelling 
units for which contracts were let in 1950 was 50 square 
feet less than the average floor area in 1940. Houses 
tended to be somewhat smaller. In 1954, however, the 
average floor area, as indicated by the contract awards, 
has been almost 80 square feet greater than in 1950. 

Material and labor costs have risen and houses now 
feature more built-in equipment. The Dodge reports 
reflect. the consequent rise in the cost of housing. The 
1954 valuation of $9,647 per thousand square feet of 
floor area in new residential buildings was two and 
one-half times the 1940 valuation of $3,837. 

The most rapid increase in valuation per unit of area, 
averaging 15 per cent per year, took place between 1945 
and 1950. At the end of this period valuations were 
more than double those of 1940. During the past four 
years, valuations per thousand square feet have risen 
another $1,600, an average of five per cent per year. 


KM 


kresidentlt Building Revie Neu kneland 


The rise in construction activity in New England 
has been even more pronounced than in the nation. The 
almost $1.2 billion value of contracts awarded during 
the first ten months of 1954 is 27 per cent above the 
value for the like period of 1953 and an all-time record 
for any corresponding ten months. All major types of 
nonresidential buildings except those for social and 
recreational use participated in the rise. The value of 
awards for manufacturing buildings was 30 per cent 
above that of the contracts awarded during the first 
ten months of 1953. The awards for public works and 
utilities indicated that the financial outlay in these 
types of heavy construction would be nearly twice the 
amount awarded during the first ten months of 1953. 

The accelerated rate of contracting continued into 
the fall season. Contract valuation in September was 
more than $122 million, about 77 per cent above the 
same month in 1953. It rose to $136 million in October, 
18 per cent above the level of the previous October. 

An earlier article pointed out that the greatest boost 
to construction in New England has been provided by 
heavy engineering construction.!. Nevertheless, the 
value of awards for residential building during 1954 has 
been nine per cent above the high 1953 levels for the 
first ten months of the year. The 1954 contracts pro- 
vided for more than 40,500 new dwelling units, a greater 
number than in the like period of any previous year. 

The record of contract awards indicates that the pat- 
tern of residential building in New England over the 
years has been similar to the national pattern. The con- 
tracts awarded for residential building in New England 
between January 1, 1945 and October 31, 1954, a 
period of almost ten years, called for a total of nearly 
325,000 new dwelling units. This is seven per cent of the 
number called for in the contracts awarded in the 37 
eastern states during the same period. New England’s 
share varied between a low of less than four per cent in 
1945 to a high of more than eight per cent in 1953. 

The recent strength in residential building in New 
England has been maintained in the face of a significant 
shift away from governmentally-financed housing. 
Public housing has been a generally more important 
factor in New England than it has in the nation as a 
whole. Whereas public housing accounted for only four 
per cent of the dwelling units started in the nation in the 
last five years, contract award figures indicate that 
public expenditures planned for residential building in 
New England made up 15 per cent of the total during 
the same period. The relative importance of public 
housing in this region has declined steadily, however, 
during the period. In 1950, it accounted for 23 per cent 
of the planned expenditure for residential building, but 
during the first ten months of 1954 the proportion was 
four per cent of the total. 

The declining importance of public housing has been 
partially responsible for the reduction in apartment 
construction. New dwelling units provided by contracts 
for the construction of apartment buildings in New 
England declined from 22 per cent of the total in 1950 
to nine per cent during the first ten months of 1954. 

In contrast, the contract awards have called for a 
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Steadily-increasing proportion of dwelling units in 
speculatively-built single houses. This sort of building 
increased from 41 per cent of all dwelling units in 1950 
to 65 per cent in 1954. 

New Englanders have built more houses in the past 
five years than they did in the whole previous ten-year 
period. Each of the past five years has seen more than 
a million new dwelling units started in the United States 
and contracts awarded for from 29,000 to over 45,000 in 
New England. Another upsurge seems under way this 
year. A sustained decline in public housing and the 
building of apartment houses has been offset by a rise 
in the building of single houses, particularly the specu- 
lative type, for private account. This holds true for both 
New England and the nation as a whole, though the 
phenomenon has been even more striking in New Eng- 
land. How can we explain this sustained, and even re- 
cently uptrending, activity in new housing in spite of 
the high level of building costs? Why is there a rise in 
demand for single houses which must, with minor ex- 
ceptions, be bought before they can be occupied? 

A number of answers to these questions present them- 
selves. First, in many instances new houses can be pur- 
chased with monthly payments which are less than 
rental payments for comparable houses. Also there is 
evidence that the cost and price rise is a less serious 
deterrent than many observers have expected it to be. 
There has been little evidence that prospective buyers 
or builders have waited long for prices to go down. A 
possible explanation is that per capita personal income 
in 1954 is almost three times what it was in 1940. Resi- 
dential building costs in 1954 are two and one-half 
times 1940 costs. On the average, the American people 
are better able to afford new houses than they were in 
1940. Although income taxes are higher, this might even 
spur home ownership since some home buyers may gain 
a tax advantage over renters. Their interest payments 
are deductible in federal income tax calculations. 

The 
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The changes in real estate markets during the last 
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few years have influenced and have been influenced by 
mortgage lending activity. Participation of major types 
of lenders in the residential mortgage market has re- 
flected conditions in the capital markets and variations 
in national monetary and debt management policy. 

After 1950, financing with conventional mortgages in- 
creased and financing with Federally-aided mortgages 
declined. Rising interest rates during the period from 
early 1951 to mid-1953 made residential mortgages, 
particularly VA and FHA mortgages, whose rates were 
fixed at 4 and 4!4 per cent respectively, less attractive 
to investors than other types of securities. 

In early 1953, the limitations on Federally-aided real 
estate loans imposed under the Defense Production Act 
of 1950 were removed and in mid-1953 authority to 
restrain credit under this Act expired. These restrictions, 
however, had been somewhat liberalized before expira- 
tion of the Act to allow maturities up to the statutory 
maximum, which in the case of the FHA is 25 or 30 
years, depending largely on the amount of the loan, and 
in the case of the loans guaranteed by the VA is 30 years. 
Minimum down-payment requirements on houses 
purchased with VA guarantees were removed. 

In early May 1953, maximum interest rates permitted 
on VA guaranteed and most FHA insured loans were 
increased to 41% per cent. On June 30, the Housing 
Amendments of 1953 were enacted, raising maximum 
rates on other FHA insured mortgages and giving the 
President authority to lower down payments and extend 
maturities on FHA loans up to $12,000. The legisla- 
tion also rescinded the regulation of the VA which pro- 
hibited builders from taking certain types of discounts 
in the sale of VA mortgages. 

The Housing Act of 1954 broadened the provisions of 
FHA insurance on residential mortgages and presently 
permits generally larger loans and longer maturities for 
both new and old houses. Maturity may now run to 
30 years on all categories of FHA loans, whereas under 
previous legislation this maturity applied only to lower 
priced houses. Down payments required have been 
substantially reduced on existing houses for all loan 
sizes and on new houses priced above $7,500. Down 
payments on loans of $7,500 and less for new houses, 
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which were already low. were unchanged at 5 per cent. 
Among other things, the new housing act also includes 
programs to aid in slum clearance, to provide housing 
for persons displaced by urban renewal or other govern- 
ment action on liberal terms, and to help servicemen 
acquire homes for themselves and their families while 
they are in service. 

The higher rates established on FHA and VA mort- 
gages in early May 1953, the increased availability of 
funds as a result of an easier credit policy of the mone- 
tary authorities, and declines in yields on other securi- 
ties encouraged the larger institutional investors to 
resume interest in Federally-aided mortgages. 

About half the total of mortgage credit used to finance 
the purchase of new houses during the year to date has 
been federally underwritten. This is about the same pro- 
portion as in 1953 but is substantially smaller than in 
1950 and 1951. So far this year the increase in starts 


over a year ago has been mainly in units begun under VA 
mortgages, although since spring, starts under FHA 
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commitments have also been larger, perhaps anticipat- 
ing the more liberal terms of the new legislation. The 
average size of new mortgages in 1954 continued the 
upward trend of recent years, reflecting larger loans 
relative to the value of properties and some tendency 
toward the purchase of more expensive houses. Rising 
prices for real estate, an important element in the in- 
crease in loan size before 1952, have not been an im- 
portant factor recently. 

The increase in Federally-aided mortgage credit to 
finance new houses reflects the increasing availability 
of funds on favorable terms. VA no-down-payment loans 
have risen from 13 per cent of the total VA loans in 
January to 35 per cent in October, and there has been 
a similar sharp increase in loans with long maturities. 
Thirty-year loans now account for almost one-third of 
all VA loans and most of the rest are for 25 years. 

Although from the point of view of credit standards 
there has been no change in the relation of monthly 
mortgage payments to income with the smaller down 
payments and extension of maturities, there have been 
changes in other standards. Loans larger both in relation 
to the value of the property and in relation to income 
can now be made. 

Although lenders state that the tendency toward 
greater selectivity in granting credit which has been 
noted in the last two or three years has been continued, 
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there has been no appreciable tightening this year. Com- 
petition among builders is keener and they are under 
pressure to provide improved houses. 
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hactors iffecting 
Residential Building 

The American economy is rapidly producing a larger 
and more prosperous middle class. Many people are 
moving from the cities and the rural districts into the 
suburban areas. In 1929, 60 per cent of the population 
lived in cities or on farms. Nearly 60 per cent live in 
suburbs or small towns today. People want modern 
comforts combined with satisfactory appearance in 
their living accommodations in these suburbs. Young 
people are getting good incomes early in life and can 
afford new, modern housing. They have a strong liking 
for things that are brand new. Many are having large 
families which make larger quarters imperative. Many 
older people, whose families have grown up and left 
home, find smaller new houses preferable to their large 
family houses. ‘* Doubling up” has been on the decrease. 
More aging people have pensions and are able to main- 
tain their own households. 

These growth factors are in addition to the demand 
which has resulted purely from the increase in popu- 
lation. This has amounted to more than 30 million in 
the nation since 1940, nearly 2.2 million per year. If the 
1950 average of 3.26 persons per dwelling unit has been 
maintained, the population increase alone has called 
for nearly 675,000 additional dwelling units each year. 
Similarly, the population increase in New England has 
created a need for at least 25,000 additional housing 
units annually. 

This recital of factors favorable to residential build- 
ing is not meant to imply that a sellers’ market has be- 
come firmly established in home real estate, or even that 
such a market exists today, as it did in the 1946-49 
period. The number of marriages has declined steadily 
during the last eight years. The rate of new household 
formation has dropped within the past four years. The 
future trend of the housing market will depend upon a 
number of factors to which it is impossible to assign 
fixed values. Continued prosperity and a rising national 
income will be favorable. A misjudgment of the market 
and over-building now could be unfavorable as would 
failure on the part of builders to appraise accurately the 
needs and tastes of their potential customers. 

The market for new dwelling houses has been slow at 
some periods and in some locations during the past two 
or three years. Inexperienced builders have encountered 
difficulties. Experienced builders, able to make shrewd 
estimates of their markets, have guarded against over- 
supply. They have given increasing attention to the 
quality of their product and the desires and pocketbooks 
of home buyers. Many have found it advisable to shave 
their profit margins. 

The future of home building in New England de- 
pends to a large extent on how well the speculative build- 
ers interpret the situation as it unfolds from month to 
month. The homebuilding future also depends on avoid- 
ance of the danger that easy credit may cause the rate 
of housing construction to be pushed to levels where it 
cannot be maintained and a slowdown in construction 
later becomes a drag on the economy. 
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1955 Food Price Outlook 


Recorb suppuies of food are in prospect for New Eng- 
land consumers in the year ahead, according to the Agri- 
cultural Marketing Service. Even with record supplies, 
the United States Department of Agriculture expects 
average retail food prices to remain fairly constant. The 
reason: continued high consumer income and, therefore, 
a strong demand for food supplies. 


Where Does the Food Dollar 


Of every dollar the consumer currently spends for 
food, the farmer, on the average, receives about 45 cents. 
This varies, not only with farm prices generally, but 
from commodity to commodity. For example, poultry- 
men receive over 60 cents for their products and dairy- 
men about 55 cents of every dollar, while grain pro- 
ducers receive only 20 cents. 

The 55-cent balance of the consumer's food dollar de- 
frays marketing charges. These charges may be broken 
into two groups: (1) those which are unavoidable and 
(2) those which are avoidable but result from services 
that consumers have demanded. In the first category 
such things as transportation from the farm to the city, 
middlemen’s handling costs, and retail mark-ups are 
involved. These are all unavoidable costs when the 
majority of the food must be moved to the cities and the 
consumers’ health protected — by 
processing. 
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Avoidable marketing costs have risen some in the 
post-W orld War II period and result from such forces as 
small apartments, more women working, less domestic 
help in the home, and higher incomes. As a result of 
these trends, marketing agencies now perform a variety 
of services, once universally performed in the home. 
Examples are the preparation of packaged salads, 
chicken parts, and precooked frozen foods. 

These additional services by the marketing agencies 
have given retail food prices greater rigidity. For a food 
item in which the farm cost is about 50 per cent of the 
retail price, a 10 per cent change in the farm price re- 
sults in only about a five per cent change in the retail 
price. This will be demonstrated during 1955. Even 
though there are prospects for somewhat lower farm 
prices for some commodities in 1955 than in 1954, retail 
prices may remain near present levels. 

Although the outlook for retail food prices generally 
is for stability, the prospects for individual commod- 
ities are of greater significance to the food shopper. 
Inevitably, there will be some variances in supply and 
prices when comparisons are made with values during 
late 1953 and in 1954. 

Agricultural Marketing Service economists expect 
meat supplies to remain about the same as in 1954. A 
substantial 1954 spring pig crop is resulting currently in 
plentiful supplies of pork products with prices somewhat 
lower than they were a year ago. Latest figures indicate 
a larger fall pig crop than in 1953, so the currently 
heavy supplies and lower prices will probably continue. 

Beef supplies may run about the same in 1955 as they 
did in 1954, but somewhat less per capita than the esti- 
mated 79 pounds per person consumed in 1954. Sufficient 
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rainfall to improve range and pasture conditions might 
result in some curtailment in marketings, but adverse 
weather conditions would undoubtedly result in heavier 
marketings of beef cattle. 

Fewer sheep and lambs on farms point to further de- 
clines in the supplies of lamb and mutton. The Agricul- 
tural Marketing Service estimates that supplies will be 
about 10 per cent smaller than in 1954, and prices will 
probably be somewhat higher. 

Current heavy supplies and relatively low prices of all 
types of poultry meat will probably continue at least 
into February. By that time the smaller number of 
broilers now being started in the commercial broiler 
areas will be ready for market, and supplies will probably 
diminish slightly from current’ high levels. Heavy 
supplies of turkeys are in prospect for the 1954 Thanks- 
giving and Christmas seasons. Prospective lower prices 
may curtail production somewhat in 1955. 

Egg prices currently are low with the large number of 
layers on farms assuring consumers a continuation of 
these low prices during the first six months of 1955. Egg 
prices next fall will depend largely on how producers 
react to the present price situation when they start 
raising their replacements early this winter. 

New Englanders may expect seasonal declines in re- 
tail fluid milk prices in the first half of 1955, but produc- 
tion may be lower than it was in the spring of 1954, so 
that the decline in retail milk prices may be somewhat 
smaller than a year earlier. Ample supplies of manufac- 
tured dairy products, such as butter, cheese, and ice 
cream, will probably be on the market at prices near 
those of the last half of 1954. 

Food shoppers will find supplies of fruit on retail 
counters as large as they were last year. Supplies of 
some fresh fruits will be larger than in 1954, but the 
Agricultural Marketing Service expects retail prices of 
all fruits to average about the same as in 1954. Canned 
fruit inventories are smaller this fall than in the fall of 
1953, and retail prices this winter will probably be at 
least as high as last. Supplies of frozen fruits are larger, 
however, especially those of frozen orange juice. 

As for vegetables, the Agricultural Marketing Service 
expects the strong consumer demand to encourage 
farmers to maintain their vegetable acreage in 1955. 
With good weather, supplies will at least equal those of 
1954. There are fewer canned vegetables in the nation’s 
warehouses, but stocks of frozen vegetables match those 
of 1954. Retail potato prices will be higher this year 
than in 1954 as the smaller late crop moves to market. 
These higher prices may encourage larger plantings, 
especially in the early states which may result in lower 
prices during next summer. 


Careful Shoppers Vay Save 


Although most retail food prices in 1955 may remain 
near their 1954 levels, the careful shopper will un- 
doubtedly be able to save through wise selections and 
by taking advantage of seasonally low prices of some 
commodities and consistently low prices of others due 
to abundant supplies. 
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Development Credit Corporations: 


Lending Activities Increase 


LAST sPRING the Federal Reserve Bank of Boston con- 
ducted a study of the organization, operations, and ac- 
complishments of development credit corporations in 
New England. The findings of this survey were reported 
in the July and August issues of this bank’s Monthly 
Review. On November 4, 1954, the New England 
Council sponsored a meeting of the officers and man- 
agers of the five active development credit corporations 
to discuss informally common problems, procedures and 
policies. Information presented at this meeting permits 
the up-dating of much of the data compiled last spring. 
An accompanying table contains the most recent statis- 
tics on development credit corporations in New England. 

Between June 15, 1954 and October 31, 1954 develop- 
ment credit corporations in every state except Rhode 
Island gained stockholders. The four active corporations 
obtained a total of 45 additional stockholders who 
purchased $101,380 more capital stock. In Vermont the 
organizers of a development credit corporation also 
continued to gain new stockholder commitments. 

The number of member financial institutions in- 
creased by only six during the 3!4-month period. Half of 
these new members were savings banks. The amount of 
funds pledged by the six new member institutions 
totaled $278,900. 

The credit corporations in Massachusetts and New 
Hampshire are the only ones in which present mem- 
bers have pledged over half of the dollar amounts 
which would be available if all eligible institutions should 
join. The full amount pledged by each member financial 
institution in Massachusetts, New Hampshire, and 
Connecticut cannot now be called by the credit corpora- 


tions in these states, however. The Connecticut and New 
Hampshire corporations can only borrow from members 
an amount equal to ten times the amount of stock sold, 
and the Massachusetts corporation only up to eight 
times its paid-in capital stock. These corporations, 
therefore, must sell more stock before they can utilize 
the full amounts already pledged by present members. 

The five development credit corporations thoroughly 
investigated 90 loan applications between June 15 and 
October 31. The Connecticut Development Credit 
Corporation processed the largest number of applica- 
tions (40) during this period, but every credit corpora- 
tion acted upon at least eight applications. The 90 appli- 
cants requested financial assistance totaling $4,498,000. 

Development credit corporations granted 28 loans for 
$1,635,700 during the 3!4-month period. The Business 
Development Company of Rhode Island was the only 
credit corporation which made no additional loans. The 
Massachusetts Business Development Corporation 
granted 11 additional loans, the New Hampshire Busi- 
ness Development Corporation seven, the Connecticut 
Development Corporation six, and the Development 
Credit Corporation of Maine four loans. 

By October 31, the five credit corporations had made 
a total of 97 loans for $5,150,700. Because development 
credit corporations in Massachusetts and Connecticut 
did not get into full operation until early 1954 and be- 
cause the New Hampshire Business Development 
Corporation stepped up its activities this year, over 
80 per cent of the dollar amount of all loans made thus 
far by development credit corporations were granted in 
the first ten months of 1954. 














ACTIVITIES OF DEVELOPMENT CREDIT CORPORATIONS IN NEW ENGLAND 
Organization and Operation, October 31, 1954 
5 State Total Maine N. H. Mass. R.1 Conn 
ORGANIZATION 
ga 479 89 120 196 17 57 
Institutional members 282 41 16 129 13 23 
Commercial banks 194 35 43 87 6 23 
Savings banks 65 4 28 30 3 (0) 
Insurance companies 15 6) 1 11 3 6) 
Cooperative banks : 0 3 1 1 0 
Building and loan associations 3 2 1 (6) (0) 0 
Officers. ee ; 32 5 7 if 8 5 
Directors ‘ 109 23 34 18 15 19 
Staff: Full time 12 2 2 6 Q (6) 
art time 2 0 18) 0 1 1 
OPERATIONS 
Stock authorized $ 4,950,000 150,000 100,000 4,000,000 200,000 500,000 
Stock sold $ 1,003,050 71,200 82,500 620,750 144,500 84,100 
Loan liability of members $15,145,000 664,000 1,035,000 10,529,000 1,657,000 1,260,000 
Per cent of potential member 
liability pledged 38% 42% 51% 53% 32% 11% 
Usable loan liability of members $ 8,953,000 664,000 825,000 4,966,000 1,657,000 841,000 
Loan applications received $18,363,300 5,063,000 1,197,000 6,865,500 1,856,000 3,381,800 
(number) (355) 104) (52) (98) (41) (60) 
Loans granted, including commitments $ 5,150,700 877,000 427,300 3,097,500 330,000 418,900 
(number) (97) (35) (23) (25) (3) (11) 
Loans granted 1954 only $ 4,204,900 90,000 318,500 3,097,500 280,000 418,900 
number) (57) (3) (16) (25) (2 C1) 
Total actual disbursements $ 4,097,700 842,000 323,800 2,370,500 330,000 231,400 
Bank participation in loans $ 2,567,750 1,100,000 409,000 908,750 none 150,000 
(number 55) (22) (21) (11) none (1) 
Interest rate paid members 2% % Primerate+ 14% 3% 3% 
Interest rate charged 5 & 6% 6% 6% 6% 6% 
Service charge 1% 1% none none 1% 
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National Summary of 
Business Conditions 


The following summary of business con-: 
ditions was prepared and released by the 
Board of Governors of the Federal Reserve 
System, Washington, D. C. 


INDUSTRIAL PRODUCTION increased somewhat in October 
and in early November rose further. Unemployment de- 
clined more than seasonally in October and construction 
activity and retail sales were maintained at high levels. 
In early November, sales at department stores showed a 
greater than seasonal rise. Commodity prices generally 
continued stable while common stock prices rose further. 


Oaductitotri 


In October industrial production was 125 per cent of 
the 1917-49 average, according to the Board's pre- 
liminary seasonally adjusted index, as compared with 
124 in September and 123 in July and August. Activity 
in the auto and steel industries rose considerably further 
in the first half of November. 

Auto assemblies recovered rapidly after mid-October, 
and in the second week of November reached the highest 
rate since May. Output of television sets and most other 
major household goods remained at an advanced level 
in October. Activity in producers’ and military equip- 
ment industries generally continued steady at the 
curtailed level reached in late spring. Steel output in 
mid-November was at a rate of 79 per cent of capacity 
as compared with 73 per cent in October and 67 in 
September. Production of lumber and other building 
materials increased further in October. 

Output of nondurable goods increased somewhat in 
October, reflecting mainly gains in textiles, apparel and 
leather products. Output of crude oil and petroleum 
refining continued to show little change at levels some- 
what below earlier highs, while production of coal in- 
creased moderately. Paperboard production in early 
November was close to the year-ago record rate. 

Construction — Expenditures for new construction 
in October, seasonally adjusted, declined slightly from 
the advanced September level, reflecting a small de- 
crease in nonresidential building. Value of contract 
awards increased 8 per cent further to almost 2 billion 
dollars, the largest volume this year. The number of 
housing units started in October declined seasonally 
from the very high September level and at 106,000 were 
considerably above the 90,000 starts a year earlier. 

Employment — Employment in nonagricultural 
establishments increased a little more than seasonally in 
October. The average workweek at factories rose slightly 
to 39.9 hours. Hourly earnings showed no change but 
average weekly earnings, reflecting the rise in the work- 
week, increased 36 cents to $72.22 — the highest level 
reached this year. Unemployment declined by 360,000 
to 2.7 million; this reduction was somewhat larger than 
the usual decline at this time of year. 

Distribution — Seasonally adjusted sales at depart- 
ment stores increased in October to about the summer 
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level and were somewhat above a year ago; in early 
November they rose further. Total retail sales in 
October were reduced somewhat by the drop in auto 
sales accompanying model changeovers. Dealers’ stocks 
of new autos at the end of October were about 50 per 
cent below last’ year’s model-changeover low. 

Commodity prices — The average level of whole- 
sale commodity prices was stable from mid-October to 
mid-November as prices of some foodstuffs, which had 
declined earlier, strengthened and industrial materials 
generally changed little. The November | forecast of the 
cotton crop was 6 per cent larger than the October | 
forecast, and cotton prices declined somewhat. Wool 
prices also decreased, but steel scrap, copper scrap, and 
rubber advanced. 

Consumer prices are estimated to have declined 
slightly further by mid-October, reflecting mainly de- 
creases in retail prices of meats. Since then little further 
change has occurred. 


Finance 

Bank credit and reserves — Total loans and in- 
vestments at banks in leading cities changed little over 
most of October and early November following a sub- 
stantial increase in the first week of October due mainly 
to bank purchases of new intermediate-term Treasury 
notes. After these purchases, bank holdings of Govern- 
ment securities declined somewhat, while loans and 
holdings of corporate and municipal securities increased. 
Business loans showed little net change in October and 
early November as new borrowing by the seasonal in- 
dustries and by petroleum and chemical manufacturers 
about offset net repayments by sales finance companies, 
public utilities, and metal and textile manufacturers. 

In October, as in September, excess reserves of mem- 
ber banks averaged about 700 million dollars larger than 
member bank borrowings at the Reserve Banks. In early 
November member bank reserve positions tightened due 
to a currency outflow and a decline in float. Reserve 
positions eased substantially thereafter, however, re- 
flecting primarily a reduction in Treasury balances at 
the Reserve and in increase in float. During October and 
early November the Federal Reserve purchased approx- 
imately 700 million dollars of Government securities, 
about offsetting the effects on bank reserve positions of 
a seasonal outflow of currency and an increase in re- 
quired reserves. 

Security markets — Corporate and municipal bond 
yields were relatively stable during the last half of 
October and early November. After fluctuating within 
a narrow range during the last half of October, common 
stock prices rose sharply to new highs after November 2. 
From mid-October to early November, yields on inter- 
mediate and long-term Government securities advanced 
steadily in a thin market, and then declined slightly. 
Rates on short-term Governments, after remaining 
generally steady until early November, declined sharply. 


Monthly Review articles may be reprinted in 
full or in part provided credit is given to the 
Monthly Review of the Federal Reserve Bank 
of Boston. 
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Business Conditions — 
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Through 1954 the adjusted index of industrial pro- 
duction has varied within a range of one point from 
124. At 125 in October, it was five per cent lower than 
a year ago. The decline was eight per cent for durable 
goods, and under one per cent for nondurable output. 





Both consumers’ and wholesale price indexes changed 
little in 1954 from the average 1953 levels. Even the 
more volatile 22-commodity price index was in Sep- 
tember only two per cent below its May high point of 
the year and two per cent above its year-ago level. 
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BUSINESS FAILURES 
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UNEMPLOYMENT INSURANCE CLAIMS 


Thousands of Claims 


Thousands of 
~~ | New England .|*° 


| insured Unemployment 
boa fAveroge for month, 














‘ 
4 
1 Vv 
\y iv 


4 Textile Cities’ 
WF gpa cn as bedea 
oli OTTO eatecncues.- cOteeetininin ° 
i949 1964 


1950 1951 1952 1953 
SOURGE: U.S. Dept. of Labor, Bureav of Employment Security * icwed, Lowrance, New Bedford, Fall River 





























After decreasing more than ten per cent between 
August and September, the number of U. S. business 
failures was nearly 26 per cent under the 1954 high 
point reached last March. In the same period, New 
England failures decreased over six per cent. 





From the peak of 175,700 claims in May, average 
monthly insured unemployment in New England de- 
creased over 22 per cent to 135,300 in September. In 
October it declined 11 per cent. Initial claims dropped 
to91,800 in October, the lowest level since October 1953. 
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The $1.1 billion October volume of business and agri- 
cultural loans outstanding in District I, the highest 
except for June and July since October 1953, was $16 
million above the prior month and marked a four per 
cent increase since the first of the year. 


New England nonagricultural employment in Septem- 
ber stood slightly above the January level. Increases in 
nonmanufacturing employme nt during the year offset 
decreases in manufac turing. Mostof the declinein manu- 
facturing jobs occurred in : durable eoods industries. 











